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1 . WE AGREE THAT IN LIGHT OE PRC LETTER TO FUND, CHANCES 
ARE GREATER THAT AN EEFORT WILL BE MOUNTED AGAINST ROC 
MEMBERSHIP IN FUND/BANK. POSSIBLY FACT LETTER WAS EROM 
PEOPLES BANK OE CHINA RATHER THAN EROM GOVERNMENT 
ITSELF MAY MEAN THAT PRC DOES NOT INTEND TO GO BEYOND 
EORCEEUL STATEMENT EOR THE RECORD. 
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2. CONTENTS OF PEOPLE'S BANK LETTER (FBIS SEPT 30) 

INDICATE THAT PRC IS INTERESTED IN EXPULSION OF ROC 
RATHER THAN IN ASSUMING MEMBERSHIP IN FUND/BANK. OUR 
POSITION ON THIS REMAINS AS STATED IN PARAS I, 2 AND 3 

OF ISSUES PAPER PROVIDED USDEL, I.E. ATTEMPT TO HEAD OFF 
VOTE THROUGH PROCEDURAL APPROACH FOLLOWED BY NEGATIVE 
VOTE IN EVENT PROCEDURAL PLOY FAILS AND EXPULSION 
RESOLUTION IS BROUGHT TO VOTE. IN KEEPING WITH THIS, 

USDEL SHOULD WORK BEHIND THE SCENES WITH MC NAMARA AND 
WITTEVEEN AND MEMBERS OF PROCEDURAL COMMITTEE IN EFFORT 
TO HAVE CHIREP ISSUE AGAIN REFERRED TO EXECUTIVE DIRECTORS. 
USDEL SHOULD STRESS LACK OF ANY INDICATION THAT PRC HAS 

INTENTION TO JOIN BANK/FUND AS REFLECTED IN PEOPLE'S 
BANK LETTER WHICH IS CONFINED TO DEMAND FOR ROC'S 
EXPULSION AND MAKES NO MENTION OF PRC INTEREST IN MEMBER- 
SHIP. USDEL SHOULD ALSO CITE THE FINANCIAL PROBLEMS 
THAT MIGHT ARISE AND THE IMPACT ON ATTITUDES IN THE US 
TOWARD IFIS SHOULD MEMBER IN GOOD STANDING BE EXPELLED. 
(WE UNDERSTAND THAT WHILE ROC SUBSCRIPTION TO BANK IS 
US DOES 90 MILLION, ITS OUTSTANDING LOANS TOTAL 
DOLS 253 MILLION. PRC LETTER CLAIMS ROC'S "ASSETS, 

RIGHTS AND INTERESTS IN IMF": IT MAKES NO MENTION OF 
ASSUMPTION OF ROC'S OBLIGATIONS.) FINALLY YOU SHOULD 
ARGUE THAT AS MEMBER IN GOOD STANDING, THERE IS NO CAUSE 
FOR ROC EXPULSION. WITH EXCEPTION REFERENCE TO FINANCIAL 
PROBLEMS AND US ATTITUDES, YOU SHOULD USE THESE SAME 
POINTS TO EXPLAIN NEGATIVE VOTE IF EXPULSION RESOLUTION 
IS BROUGHT TO VOTE (I.E. THAT PRC HAS EVINCED NO INTEREST 
IN ACTIVE PARTICIPATION AND THAT THERE IS NO REASON TO 
EXPEL A MEMBER IN GOOD STANDING.). 

3. WE RECOGNIZE THAT IF MATTER DETERIORATES TO ACTUAL 
VOTE ON EXPULSION, THERE WILL BE NO WAY OF PREVENTING 
AN UNDESIRABLE OUTCOME. IN FACING THIS SITUATION, USDEL 
SHOULD KEEP IN MIND OUR DESIRE TO AVOID NEEDLESS CONFRON- 
TATION WITH PRC OR BANK/FUND. ACCORDINGLY, USDEL SHOULD 
LIMIT ITSELF TO EXPLAINING NEGATIVE VOTE AS OUTLINED 
ABOVE. IN EVENT EXPULSION EFFORT INVOKES PRC'S CLAIM 

TO BE "SOLE LEGITIMATE GOVERMENT OF CHINA", USDEL SHOULD 
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NOT TAKE ANY POSITION ON THIS ISSUE. 

4. IN EVENT EXPULSION RESOLUTION IS COUPLED WITH CALL 
FOR PRC MEMBERSHIP, USDEL SHOULD SEEK INSTRUCTIONS. IF 
TIME DOES NOT PERMIT USDEL SHOULD ABSTAIN, EXPLAINING 
THAT WHILE WE WOULD WELCOME PRC PARTICIPATION, IT SHOULD 
NOT BE AT EXPENSE OF ROC. ALSO, IF RESOLUTION DOES NOT 
INDICATE PRC WILLINGNESS TO ACCEPT OBLIGATIONS OF MEMBER- 
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SHIP, THIS FACT SHOULD BE CITED. 

5. ABOVE WAS DRAETED PRIOR TO RECEIPT REETELB. WE 
ENDORSE APPROACH SUGGESTED REETEL, AND WISH TO REITERATE 
OUR REQUEST THAT USDEL SEEK INSTRUCTIONS ON CHIREP 
RESOLUTION WITH EXCEPTION OF ONE SIMPLY CALLING FOR 
EXPULSION OP ROC. ROBINSON 
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FOLLOWING REPEAT STATE 246048 ACTION MANILA DTD 03 OCT 76. 
QTE: CONFIDENTIAL STATE 246048 
FOR BOEKER FROM HUMMEL AND KATZ 
E.O. 11652: GDS 

TAGS: EFIN, IBRD, IMF, TW, CH, PFOR 
SUBJECT: IMF/IBRD MEETING, CHIREP 
REP: MANILA 15277, MANILA 15303 

1 . WE AGREE THAT IN LIGHT OF PRC LETTER TO PUND, CHANCES 
ARE GREATER THAT AN EFPORT WILL BE MOUNTED AGAINST ROC 
MEMBERSHIP IN PUND/BANK. POSSIBLY PACT LETTER WAS FROM 
PEOPLES BANK OF CHINA RATHER THAN FROM GOVERNMENT 
ITSELP MAY MEAN THAT PRC DOES NOT INTEND TO GO BEYOND 
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FORCEFUL STATEMENT FOR THE RECORD. 

2. CONTENTS OF PEOPLE'S BANK LETTER (FBIS SEPT 30) 

INDICATE THAT PRC IS INTERESTED IN EXPULSION OF ROC 
RATHER THAN IN ASSUMING MEMBERSHIP IN FUND/BANK. OUR 
POSITION ON THIS REMAINS AS STATED IN PARAS I, 2 AND 3 

OF ISSUES PAPER PROVIDED USDEL, I.E. ATTEMPT TO HEAD OFF 
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VOTE THROUGH PROCEDURAL APPROACH FOLLOWED BY NEGATIVE 
VOTE IN EVENT PROCEDURAL PLOY FAILS AND EXPULSION 
RESOLUTION IS BROUGHT TO VOTE. IN KEEPING WITH THIS, 

USDEL SHOULD WORK BEHIND THE SCENES WITH MC NAMARA AND 
WITTEVEEN AND MEMBERS OF PROCEDURAL COMMITTEE IN EFFORT 
TO HAVE CHIREP ISSUE AGAIN REFERRED TO EXECUTIVE DIRECTORS. 
USDEL SHOULD STRESS LACK OF ANY INDICATION THAT PRC HAS 

INTENTION TO JOIN BANK/FUND AS REFLECTED IN PEOPLE'S 
BANK LETTER WHICH IS CONFINED TO DEMAND FOR ROC'S 
EXPULSION AND MAKES NO MENTION OF PRC INTEREST IN MEMBER- 
SHIP. USDEL SHOULD ALSO CITE THE FINANCIAL PROBLEMS 
THAT MIGHT ARISE AND THE IMPACT ON ATTITUDES IN THE US 
TOWARD IFIS SHOULD MEMBER IN GOOD STANDING BE EXPELLED. 
(WE UNDERSTAND THAT WHILE ROC SUBSCRIPTION TO BANK IS 
US DOES 90 MILLION, ITS OUTSTANDING LOANS TOTAL 
DOLS 253 MILLION. PRC LETTER CLAIMS ROC'S "ASSETS, 

RIGHTS AND INTERESTS IN IMF": IT MAKES NO MENTION OF 
ASSUMPTION OF ROC'S OBLIGATIONS.) FINALLY YOU SHOULD 
ARGUE THAT AS MEMBER IN GOOD STANDING, THERE IS NO CAUSE 
FOR ROC EXPULSION. WITH EXCEPTION REFERENCE TO FINANCIAL 
PROBLEMS AND US ATTITUDES, YOU SHOULD USE THESE SAME 
POINTS TO EXPLAIN NEGATIVE VOTE IF EXPULSION RESOLUTION 
IS BROUGHT TO VOTE (I.E. THAT PRC HAS EVINCED NO INTEREST 
IN ACTIVE PARTICIPATION AND THAT THERE IS NO REASON TO 
EXPEL A MEMBER IN GOOD STANDING.). 

3. WE RECOGNIZE THAT IF MATTER DETERIORATES TO ACTUAL 
VOTE ON EXPULSION, THERE WILL BE NO WAY OF PREVENTING 
AN UNDESIRABLE OUTCOME. IN FACING THIS SITUATION, USDEL 
SHOULD KEEP IN MIND OUR DESIRE TO AVOID NEEDLESS CONFRON- 
TATION WITH PRC OR BANK/FUND. ACCORDINGLY, USDEL SHOULD 
LIMIT ITSELF TO EXPLAINING NEGATIVE VOTE AS OUTLINED 
ABOVE. IN EVENT EXPULSION EFFORT INVOKES PRC'S CLAIM 

TO BE "SOLE LEGITIMATE GOVERMENT OF CHINA", USDEL SHOULD 
NOT TAKE ANY POSITION ON THIS ISSUE. 

4. IN EVENT EXPULSION RESOLUTION IS COUPLED WITH CALL 
FOR PRC MEMBERSHIP, USDEL SHOULD SEEK INSTRUCTIONS. IF 
TIME DOES NOT PERMIT USDEL SHOULD ABSTAIN, EXPLAINING 
THAT WHILE WE WOULD WELCOME PRC PARTICIPATION, IT SHOULD 
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NOT BE AT EXPENSE OF ROC. ALSO, IF RESOLUTION DOES NOT 
INDICATE PRC WILLINGNESS TO ACCEPT OBLIGATIONS OF MEMBER- 
SHIP, THIS FACT SHOULD BE CITED. 

5. ABOVE WAS DRAFTED PRIOR TO RECEIPT REFTELB. WE 
ENDORSE APPROACH SUGGESTED REFTEL, AND WISH TO REITERATE 
OUR REQUEST THAT USDEL SEEK INSTRUCTIONS ON CHIREP 
RESOLUTION WITH EXCEPTION OF ONE SIMPLY CALLING FOR 
EXPULSION OF ROC. ROBINSON 
UNQTE: KISSINGER 
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